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For the past 6 months, Venezuela has lived with a cash- flow crunch caused primarily by low
earnings from oil and high debt service payments. Oil revenues generate approximately 90% of
the country's export earnings. Finance Minister Hector Hurtado has said that low oil prices are the
principal cause of the liquidity crisis. However, Planning Minister Modesto Freites has publicly
stated that "the servicing of the external debt is a problem that weighs heavily on public finances."
Private businesspersons maintain that the entire production process requires a minimum level of
liquidity to function without disruption. They warn that the money crunch could cause a major
slowdown, resulting in supply shortages and inflationary pressures. Next, many businesspersons
believe that government authorities have gone too far in restricting the money supply. Venezuela
refinanced $34 billion of its debt in February 1987, and paid nearly 50% of its oil revenues to service
the debt last year. The World Bank recommends that a given country's debt payments not exceed
25 to 30% of export income in order to sustain a normal growth rate. The Central Bank has reported
that Venezuela paid $4.5 billion to service the debt in 1987 and expects to pay between $4 to 5 billion
in 1988. (Basic data from ANSA, Excelsior, 05/14/88).
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